Both researchers and practitioners have devoted considerable attention to the potential effects of leadership on organizational performance. Despite increased research into the leadership-performance relationship, major gaps still remain in our understanding. This paper reviews the published literature and identifies these gaps, highlighting implications for future research into the leadership-performance relationship.
INTRODUCTION
ver the last 25 years there has been considerable theoretical and empirical work conducted on organizational performance. This work has sought to better understand the antecedents, processes, and emergent states that facilitate effective organizational outcomes. An emerging area within this work is the role attributed to leadership in facilitating organizational performance enhancement. Over the past decades, the question of appropriate leadership paradigms and behaviours has received considerable attention from both researchers and managers. There has been an ongoing debate regarding the effects of leadership on organizational performance.
The purpose of this paper is to clarify the relationship between leadership paradigms and organizational performance based on the existing literature. It begins with reasons why the leadership-performance relationship is important, followed by a discussion of leadership paradigms and selected indicators for measuring them. It then discusses issues in measuring organizational performance, and concludes with a series of research propositions.
IMPORTANCE OF THE LEADERSHIP-PERFORMANCE RELATIONSHIP
During the past four decades, the impact of leadership styles on organizational performance has been a topic of interest among academics and practitioners working in the area of leadership (Cannella and Rowe, 1995; Giambatista, 2004; Rowe et al., 2005) . Perhaps the most prominent reason for this interest is the widespread belief that leadership can affect the performance of organizations (Rowe et al., 2005) . The style of leadership adopted is considered by some researchers (e.g. Awamleh, 1999; Conger, 1999; Dubinsky et al., 1995; Yammarino et al., 1993) to be particularly important in achieving organizational goals, and in evoking performance among subordinates (Barling et al., 1996; Berson et al., 2001; Zacharatos et al., 2000) .
Despite the widespread acknowledgment of the importance and value of leadership, when studying the leadership literature, it is striking that the concept of leadership lacks coherence and agreement. Most of the leadership literature confuses the definition of effective leadership by failing to make clear distinctions in some O definitions, such as between leaders and non-leaders, effective and ineffective leaders, as well as overlooking the definition of the levels of leadership (Bennis, 1998; Bergsteiner, 2005 ; House and Aditya, 1997). Further, there has been limited research that has specifically addressed the relationship between leadership behavior and organizational performance.
Despite these oversights, it is widely believed that leadership creates the vital link between organizational effectiveness and people's performance at an organizational level (Avolio, 1999; Bass, 1998 Shamir and Howell, 1999; Yukl, 1999) . The existing research leaves many unanswered questions and gaps.
In addition, much prior research has examined the assumed leadership-performance relationship, but it has examined a restricted number of leadership paradigms (e.g. visionary and transactional paradigms), while ignoring the potential role of other paradigms (e.g. classical and organic paradigms). Bernard Bass' (1985) distinction between transformational and transactional leadership is one such example. Scholars have criticised Bass's (1985) theory of transformational leadership, finding that there is no one best way of thinking about leadership, rather that different kinds of leadership reflect social and historical roots, depending on the context (Avery, 2004; Bryman, 1992; Drath, 2001; Shamir and Howell, 1999; Yukl, 1999) .This implies that different leadership paradigms could affect performance differently, depending on the context. Thus, when researching the leadership-performance relationship, the context needs to be taken into account and more paradigms need to be considered.
Moreover, there are methodological problems with most existing studies. The majority of field studies have been cross-sectional in design, and the common-method bias often has been a problem when performance has been measured (Barling et al., 2002; Jermier and Kerr, 1997 ). The quality of performance measurement is critical to determining outcomes about whether leadership matters and not all studies have been well designed (Dionne et al., 2002) . For example, when selecting measurements of performance, many researchers (e.g. Hofmann and Jones, 2005; Keller, 2006; Lim and Ployhart, 2004) neglected to focus on the correlation between financial performance and customer satisfaction and employee satisfaction, employing either financial measurements or non-financial measurements rather than employing all three in order to enhance the validity of the research. Therefore, closer attention is needed to ensuring that the measures of organizational performance are adequate and sufficient. 
LINK BETWEEN LEADERSHIP AND ORGANIZATIONAL PERFORMANCE
Several reasons indicate that there should be a relationship between leadership and performance. The first reason relates to practice. Today's intensive, dynamic markets feature innovation-based competition, price/performance rivalry, decreasing returns, and the creative destruction of existing competencies (Santora et al., 1999; Venkataraman, 1997 Understanding the effects of leadership on performance is also important because leadership is viewed by some researchers (e.g. Zhu et al., 2005) as one of the key driving forces for improving a firm's performance. Effective leadership is seen as a potent source of management development and sustained competitive advantage for organizational performance improvement (Avolio, 1999; Lado et al., 1992; Rowe, 2001 ). For example, transactional leadership helps organizations achieve their current objectives more efficiently by linking job performance to valued rewards and by ensuring employees have the resources needed to get the job done (Zhu et al., 2005) . Visionary leaders create a strategic vision of some future state, communicate that vision through framing and use of metaphor, model the vision by acting consistently, and build commitment towards the vision (Avolio, 1999; McShane and Von Glinow, 2000) . Some scholars (e.g. Zhu et al., 2005) suggest that visionary leadership will result in high levels of cohesion, commitment, trust, motivation, and hence performance in the new organizational environments.
According to Mehra et al. (2006) , when some organizations seek efficient ways to enable them to outperform others, a longstanding approach is to focus on the effects of leadership. This is because team leaders are believed to play a pivotal role in shaping collective norms, helping teams cope with their environments, and coordinating collective action. This leader-centred perspective has provided valuable insights into the relationship between leadership and team performance (Guzzo and Dickson, 1996 Yukl, 2002) have started to explore the strategic role of leadership, and investigate how to employ leadership paradigms and use leadership behavior to improve organizational performance. The reason for this is because intangible assets such as leadership styles, culture, skill and competence, and motivation are seen increasingly as key sources of strength in those firms that can combine people and processes and organizational performance (Purcell et al., 2004, p.1) . Previous research leads to the expectation that leadership paradigms will have direct effects on customer satisfaction, staff satisfaction, and financial performance.
However, in general, the effects of leadership on organizational performance have not been well studied, according to House and Aditya's review (1997). House and Aditya (1997) criticised leadership studies for focusing excessively on superior-subordinate relationships to the exclusion of several other functions that leaders perform, and to the exclusion of organizational and environmental variables that are crucial to mediate the leadership-performance relationship. A further problem with existing leadership research is that the results depend on the level of analysis. House and Aditya (1997) distinguished micro-level research that focuses on the leader in relation to his or her subordinates and immediate superiors, and macro-level research that focuses on the total organization and its environment. Other scholars also suggest that leaders and their leadership style influence both their subordinates and organizational outcomes (e.g. Tarabishy, et al., 2005) .
Research implications: Despite a hypothesised leadership-performance relationship suggested by some researchers, current findings are inconclusive and difficult to interpret and inconclusive. Some scholars believe that leadership facilitates organizational performance enhancement, while others contradict this. Different concepts of leadership have been employed in different studies, making direct comparisons virtually impossible. Levels of leadership have not been distinguished. Gaps and unanswered questions remain. There is a need to re-examine the proposed leadership-performance relationship.

LEADERSHIP TYPOLOGIES
Several different categories of leadership paradigms have been suggested by various researchers. For example, Bass (1985) stated that there are four dimensions of transformational leadership, three dimensions of transactional leadership, and a nonleadership dimension of laissez-faire leadership (Bass, 1985) . Avery (2004) suggested categorising leadership into four leadership paradigms, while Goleman (1995) prefers six leadership paradigms.
Despite Bass's (1985) model being acclaimed as making a major contribution to leadership, his theory has been criticised for various reasons (Yukl, 1999) . One criticism is that his model overemphasises the importance of one or two leadership paradigms (e.g. transactional and visionary), omitting the classical and organic paradigms.
Bass asserts that visionary (transformational) leaders are nearly always more effective than transactional leaders, but others (e.g. Judge and Piccolo, 2004; Wallace, 1997) dispute this. While this in itself does not invalidate the concept of visionary leadership, Bass attributes more to visionary (transformational) leadership than perhaps he should. As Avery (2004) suggested, both transactional and visionary leadership are valid forms of leadership, but visionary leadership may be applicable more broadly, including in situations where there are insufficient resources for the manager to rely on supplying external rewards (Judge and Piccolo, 2004) , or where the situation is complex and ambiguous, and relies strongly on follower knowledge and commitment. Avery suggests that there are other situations in which transactional leadership is the appropriate form of leadership, such as when followers are unwilling or unable to commit to the leader's vision.
In contrast with Bass's (1985) model, Avery's (2004) paradigms provide a broad basis allowing for different forms of leadership that have evolved at different times and in different places. The paradigms are useful for showing that there is no single best way of thinking about leadership, rather that different kinds of leadership reflect social and historical roots. Avery's paradigms allow leadership to depend on the context, respond to organizational needs and preferences, and involve many interdependent factors that can be manipulated (Bryman, 1992; Shamir and Howell, 1999; Yukl, 1999) .
Research implication: Avery's typology of four kinds of leadership paradigms can be adopted as a framework for measuring concepts of leadership because it covers a broad range of leadership concepts.
LEADERSHIP PARADIGMS AND MEASURES
Avery (2004) proposes 13 indices to differentiate between her four paradigms: classical, transactional, visionary, and organic. The nine indices included in this review are decision making, range of staff's power, power distance between leader and the staff, key player of the organization, source of staff's commitment, staff's responsibility, situation of management and leadership in the organization, situation of diversity in the organization and situation of control in the organization. These nine criteria are considered more relevant for differentiating the four leadership paradigms than the other four criteria. Each paradigm is discussed in turn, including the distinguishing characteristics using the above nine criteria.
Classical leadership is probably the oldest paradigm with its origins in antiquity, and is still used in contemporary organizations (Avery, 2004) . This paradigm reflected the prevailing view in the business literature until the 1970s when the human relations movement led to more of a focus on followers and their environment. According to Avery (2004) , classical leadership refers to dominance by a pre-eminent person or an 'elite' group of people. This leadership can either be coercive or benevolent or a mixture of both. This happens because the elite individual or group commands or manoeuvres other members to act towards a goal, which may or may not be explicitly stated. The other members of the society or organisation typically adhere to the directives of the elite leader, do not openly question their directives, and execute orders largely out of fear of the consequences of not doing so, or out of respect for the leader, or both (Avery, 2004) .
Classical leadership has some limitations. The first occurs where the leader cannot command and control every action, particularly as situations become more complex and beyond the capacity of one person; or when additional commitment from followers is needed to get a job done, such as in reacting to changing circumstances; or when ideas about leadership change and followers no longer accept domination, or follower commitment starts to wane for other reasons. Another limitation is that this paradigm often relies on the idea of a 'great person', implying that only a select few are good enough to exercise initiative, and this belief can encourage followers to deskill themselves and idealize the leaders. Followers then seek and hold little power, leave the leader accountable for organizational outcomes, and make relatively little contribution to the organization (Avery, 2004 ).
According to the nine distinguishing indicators, under the classical leadership paradigm leaders normally use an autocratic style for making decisions, involving followers in the decision making process never or very little; they do not empower followers. Followers have almost no power in the organization and as classical leaders tend to be highly directive, followers can be unskilled. The source of followers' commitment comes from their fear of or respect for the leaders; the technical system becomes more regulating; the operations in the organization become more routine and predictable; and the organization is highly controlled by the leaders (Avery, 2004) .
A transaction or exchange process is the basis of the commonly employed transactional leadership paradigm (Evans and Dermer, 1974; House and Mitchell, 1974) . The transactional leader recognises subordinates' needs and desires, and then clarifies how those needs and desires will be met in exchange for subordinates' work. By clarifying what is required of subordinates and the consequences of their behaviors, transactional leaders are able to build confidence in subordinates to exert the necessary effort to achieve expected levels of performance.
According to Judge and Piccolo (2004) , three dimensions of transactional leadership are contingent reward, management by exception-active, and management by exception-passive. Contingent reward is the degree to which the leader sets up constructive transactions or exchanges with followers. The leader clarifies expectations and establishes the rewards for meeting these expectations. In general, management by exception is the degree to which the leader takes corrective action on the basis of results of leader-follower transactions (Judge and Piccolo, 2004) . As noted by Howell and Avolio (1993) , the difference between management by exception-active and management by exception-passive lies in the timing of the leader's intervention. Active leaders monitor follower behavior, anticipate problems, and take corrective actions before the behavior creates serious difficulties. Passive leaders wait until the behavior has created problems before taking action (Howell and Avolio, 1993; Judge and Piccolo, 2004).
According to Avery (2004, p.34) , under the transactional leadership paradigm, leaders adopt a consultative style for making decisions. They engage in different degrees of consultation with individual followers, but the leaders remain the final decision-makers. Leaders do not very often empower followers, and followers have very low power in the organization apart from being able to withdraw from or contribute more of their labor. Compared with classical leadership, under transactional leadership the source of followers' commitment comes from the rewards, agreements, and expectations negotiated with the leader rather than from their fear of, or respect for, the classical leader. The technical system becomes more regulating, the operations in the organization become more routine and predictable, and the organization is mostly highly controlled by the leaders. Avery (2004) argues that under transactional leadership, the followers' knowledge base can be somewhat higher than under classical leadership. Compared with classical leaders, transactional leaders require staff somewhat more skilled on specific tasks.
In the last three decades, visionary (transformational, charismatic) leadership has received increasing attention (Bass,1985 (Bass, , 1998 Burns, 1978; Conger and Kanungo, 1987; House, 1977) . It added a new dimension to organizational studies, namely the visionary aspect of leadership and the emotional involvement of employees within an organization. The basic notion is that a visionary leader can create an impression that he or she has high competence and a vision to achieve success. Subordinates are expected to respond with enthusiasm and commitment to the leadership objectives, and may be recruited because they share the vision. Bass (1985 Bass ( , 1998 ) developed a theory of visionary or transformational leadership whereby the leader inspires and activates subordinates to perform beyond normal expectations.
According to Avery (2004) , visionary leadership has limitations, even with the current literature's overwhelmingly positive view of it. Nadler and Tuschman (1990) pointed out that the unrealistic expectations followers often place on visionary leaders can create disappointment if things do not work out. Followers can become dependent on visionary leaders, believing that the leader has everything under control. Also, innovation can be inhibited if people become reluctant to disagree with a visionary leader.
Avery (2004, p.39) distinguishes the visionary leadership paradigm from the other three paradigms as follows. First, leaders employ a collaborative style for making decisions. They share problems with their followers and seek consensus before the leaders make the final decision. Visionary leaders empower their followers, giving followers a much higher level of power in the organization than classical and transactional leadership. This is essential because the leader needs the followers' input and commitment to realise his or her goals. Followers of visionary leadership need sufficient power to work autonomously towards a shared vision. The source of followers' commitment comes from the influence of the leaders' charisma and/or the shared vision, the technical system becomes still more complex, operations become more uncertain and unpredictable, and the organization is jointly controlled by the leaders and their followers. Regarding the followers' knowledge base, visionary leadership requires skilled and knowledgeable workers who are attracted to, and share the leader's vision, and can contribute to realizing the vision.
The fourth paradigm, organic leadership, is relatively new to organizational studies. Recently introduced by Drath (2001) and expanded by Avery (2004) , organic leadership is likely to blur the formal distinction between leaders and followers. This paradigm relies on reciprocal actions, where team members work together in whatever roles of authority and power they may have, not based on position power (Hirschhorn, 1997; Raelin, 2003; Rothschild and Whitt, 1986) . Employees become interacting partners in determining what makes sense, how to adapt to change, and what is a useful direction. Rather than relying on one leader, organic organizations are likely to have many leaders. Multiple leaders are valuable because as people cope with heterogeneous and dynamic environments, the knowledge and issues become too complicated for only a few leaders to understand (Avery, 2004) . Organic leadership allows for people with different degrees of expertise on current issues to emerge and be accepted by the group as leaders.
In addition, under organic leadership, there may be no formal leaders and the interaction of all organizational members can act as a form of leadership, held together by a shared vision, values, and a supporting culture. Under this paradigm where an organization has no formal leadership structure, an integrator role may emerge to actively link together the many parts of the organisation (Avery, 2004 ). The emphasis is on emerging leadership rather than on people being appointed to leadership positions.
However, Kanter (1989) argued that the downside of organic leadership that advocates autonomy, freedom, discretion and authorization may result in loss of control and greatly increased uncertainty. It is important to recognise that organic leadership is about generating a form of self-control and self-organization, where people have a clear sense of purpose and autonomy within a particular context (Meindl, 1998) . This idealized organic leadership paradigm requires differentiating from classical, transactional, and visionary leadership concepts by not relying on formal leaders. Furthermore, the enterprise has to trust in the capacity of its members to solve problems and make decisions in the interests of the organization. This idea clearly relies upon self-leading organizational members (Avery, 2004) .
According to Avery's (2004, p. 39 ) distinguishing characteristics, under organic leadership an organisation adopts a mutual agreement style for making decisions. Decisions need not be unanimous but can be based on consensus. The members have a high degree of power as a result of this shared leadership. Accountability and responsibility are shared as well. The source of followers' commitment is based on the values and visions shared by all the members in the organization; a strong, shared culture; a technical system that is highly complex; operations in the organic organization become more self-organizing and unpredictable; formal control is provided by peer pressure and group dynamics, and a shared culture, vision, and values. Members are self-managing. Organic leadership seems particularly appropriate for professional and knowledge workers in dynamic, chaotic situations. This leadership paradigm relies on attracting and retaining highly trained and knowledgeable staff with self-controlling capabilities. 
PERFORMANCE MEASURES
How to measure organizational performance has been a persistent source of debate and critique (Scherbaum et al., 2006) . Previous research has been heavily criticized for the measures of performance used. For example, Hoogh et al. (2004) criticized the selection of performance measures in most existing leadership-performance research for their limited perspective, and focus on only a few subjective outcome measures. Knowledge of prior performance may have biased ratings of leader behavior and performance (Binning et al., 1986) ; and the most used criterion measures for assessing the effects of leadership behavior rely on followers' self-reports of commitment to the organization's goals, satisfaction with the leader, and perceived leader effectiveness (Hoogh et al., 2004) . This can induce common-method bias, such as central tendency, social desirability, and halo effects (e.g. Bass and Avolio, 1989 ). However, some scholars (i.e. Crampton and Wagner, 1994; Hoogh et al., 2004) argue that not all studies are biased by such self-report effects, and meta-analytic findings suggest that self-report is still reliable to use if the potential weaknesses are overcome.
Several studies have used nonself-report based organizational outcomes, such as net profit margin (Koene et al., 2002; Waldman et al., 2001) , business unit sales (e.g. Barling et al., 1996; Hoogh et al., 2004) , and percentage of goals met regarding business-unit performance (Hoogh et al., 2004; Howell and Avolio, 1993) . While reducing common-source and common-method bias, these measures of organizational performance have been criticized for being overly narrow (Bommer et al., 1995; Hoogh et al., 2004) , thus suffering from criterion deficiency. The situation is even more complicated because the relationship between leadership behavior and organizational outcome measures is often quite indirect (Den Hartog et al., 1997; Hoogh et al., 2004) . Measures of organizational performance are heavily dependent upon environmental constraints and may reflect forces outside the control of the leader, thus suffering from criterion contamination (Heneman, 1986; Hoogh et al., 2004) Considering the limitations of each type of criterion and the multidimensional nature of performance, the use of multiple performance indicators obtained through different methods seems desirable in leadership-performance research. Comparison of the relationships found with different performance outcomes may reveal information about the magnitude of possible measurement biases, while providing a more accurate estimate of the 'true' relationship between leadership styles and organizational performance (Hoogh et al., 2004; Lowe et al., 1996) . Furthermore, when selecting performance measurements, many scholars (e.g. Hofmann and Jones, 2005; Keller, 2006; Lim and Ployhart, 2004) neglected to focus on the correlation between financial performance, customer satisfaction and employee satisfaction. They employed either financial measurements (i.e. net profits and controllable costs) or non-financial measurements (i.e. customer satisfaction and employee satisfaction), rather than employing both in order to enhance the validity of the research. This would result in inadequate and insufficient performance measurements of the proposed leadership-performance relationship. The disadvantage of selecting these measurements selection would include using inadequate measures to properly evaluate the relationship between leadership paradigms and performance.
Numerous empirical studies show a strong positive relationship between employee satisfaction, customer satisfaction, and organizational performance as measured by employee's and customer's self-reports to assess the effects of leadership behavior (e.g. Band, 1988; George, 1990; Johnson, 1996; Reynierse and Harker, 1992; Schmitt and Allscheid, 1995; Schneider and Bowen, 1985; Schneider et al., 1996; Schneider et al., 1998; Ulrich et al., 1991; Wiley, 1991) . As suggested by this wealth of findings, positive changes in employee satisfaction and customer satisfaction lead to positive changes in organizational performance. Therefore, employee satisfaction and customer satisfaction remain useful measures of organizational performance.
In sum, based on the above discussion, the quality of performance measurement is critical to determining outcomes about whether leadership matters, although not all studies have been well designed in this respect. 
CONCLUSIONS AND RESEARCH IMPLICATIONS
Although the definition of leadership is contentious, many practitioners and scholars argue that leadership creates the vital link between organizational effectiveness and people's performance at an organizational level. Many writers assert that leadership behaviors can facilitate the improvement of both leaders' leadership capability and induce or encourage employees to work better improve their commitment and satisfaction. This ultimately contributes to enhancing organizational performance.
However, research into the leadership-performance relationship is not conclusive. Many scholars have critically examined the effectiveness of leadership paradigms and behaviors (Analoui, 1999 Shamir and Howell, 1999; Yukl, 1999) . They conclude that existing research on the leadership-performance relationship is full of difficulties and has many unsolved problems, including methodological problems. Thus, conclusions cannot be drawn about the extent to which leadership behaviors and styles facilitate the improvement of organizational performance. This literature review highlights some of the problems and gaps in existing research, which are discussed and summarised in the following paragraphs.
One problem relates to the quality of performance measurement. When selecting the measurements of performance, previous researchers have employed either financial measurements or non-financial measurements, rather than employing both kinds of measures in order to enhance the validity of the research. They have neglected the interrelationship between financial performance and customer satisfaction and employee satisfaction. This provides a narrow measurement of performance that may not have appropriately evaluated the sought-after performance effects appropriately. Thus, both financial measurements and non-financial measurements of performance are essential in order to enhance research validity.
Additionally, previous scholars (e.g. Bass, 1985) have focused on a limited range of leadership paradigms (e.g. transactional and visionary). Classical and organic paradigms have been omitted when researching the leadership-performance relationship. This truncates leadership measurements. While Bass has claimed that visionary leadership is almost always more effective than transactional leadership, other researchers (e.g. Avery, 2004) argue that there is no single leadership paradigm that is the most effective. Instead, an organization should adopt the leadership style that suits the context in which the leadership and followers interact. Therefore, future research should be extended by encompassing a broad conceptualisation of leadership such as that offered by Avery's (2004) four leadership paradigms. This broadens the scope of the leadership perspectives and measures.
Moreover, most previous empirical studies into the effects of leadership on performance (Lim and Ployhart, 2004) have been directed toward individual-level outcomes, such as individual satisfaction and performance. Little attention has been paid to the influence of a leader on group or organizational processes and outcomes (Conger, 1999; Yukl, 1999) . Yukl (2002) points out that the visionary leadership literature has focused too narrowly on dyadic processes, and calls for greater attention to team-based studies. Both of these issues represent additional gaps in the existing research.
Furthermore, even where previous studies have examined the link between leadership paradigms and behaviors and have shown a positive relationship, none has explained the nature of this connection, and therefore, how and why leadership affects performance. Future research needs to address this deficiency.
In sum, based on the above discussion, there are many problems and gaps in existing studies of the leadership-performance relationship that need to be addressed before a clear picture of this relationship can be drawn.
AUTHOR INFORMATION
Fenwick Feng Jing is a Doctor of Business Administration student within the Institute for Sustainable Leadership at Macquarie Graduate School of Management, Macquarie University, Australia. He holds a BA from Shandong Normal University, China and an MSc from Lancaster University, UK. He currently researches leadership and organizational performance. Previously, he served as a governmental official in China and management consultant in Shanghai, specializing in human resource services and designing management development programs for executives in different organizations.
Professor Gayle C. Avery specializes in leadership and management development at Macquarie Graduate School of Management, Macquarie University, Sydney, where she is founding head of the Institute for Sustainable Leadership. Author of many books and articles, she actively researches leadership from a global perspective. She remains in touch with practicing managers as consultant, and by designing and delivering leadership courses for a range of senior executives from multinational corporations based in Asia, Europe and Australia.
